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AUDITING STANDARDS BOARD (ASB) MEETING 
May 15-17, 2007 
New York, NY 
 
MEETING ATTENDANCE 
 
ASB Members 
Harold Monk, Jr., Chair Absent 
Sheila Birch George Rippey 
Gerald Burns 
Walt Conn 
Tony Costantini  
Bob Dohrer 
George Fritz 
Nick Mastracchio 
Jorge Milo 
Keith Newton 
Pat Piteo 
Doug Prawitt 
Lisa Ritter 
Diane Rubin 
Darrel Schubert 
Stephanie Westington (5/16 only) 
Art Winstead 
Megan Zietsman 
 
AICPA Staff 
Rich Miller, General Counsel 
Chuck Landes, Audit and Attest Standards 
Ahava Goldman, Audit and Attest Standards 
Hiram Hasty, Audit and Attest Standards (5/15 only) 
Judith Sherinsky, Audit and Attest Standards 
Linda Volkert, PCPS Technical Issues Committee 
 
Observers and Guests 
Abe Akresh, Government Accountability Office 
Cathy Allen, Audit Conduct (5/16 only) 
Doug Besch, KPMG 
David Brumbeloe, KPMG LLP (5/16 only) 
Julie Anne Dilley, PriceWaterhouseCoopers 
Jeff Ellis, Deloitte & Touche LLP 
John Fogarty, Deloitte & Touche LLP (5/16 only)  
Diane Hardesty, Ernst & Young 
Cheryl Hartfield, Thomson Tax & Accounting 
Jan Herringer, BDO 
Maria Manasses, Grant Thornton 
Tania Sergott, Deloitte & Touche LLP  
Kristena Wozniak, KPMG LLP  
 
CHAIR AND STAFF REPORTS 
Mr. Monk and Mr. Landes provided updates on matters relevant to the ASB. A 
presentation on XBRL has been requested to be provided to the ASB at a future meeting. 
 
AGENDA ITEMS PRESENTED AT MEETING 
 
 
1. SAS 107 Revision  
Mr. Schubert led a discussion of the proposed amendment to SAS 107, Audit Risk and 
Materiality in Conducting an Audit. He explained that SAS 107, paragraph 53 contains 
the requirement that auditors should consider the effect of prior period misstatements.  
However, that requirement is neutral and does not contain definitive guidance to auditors 
of how to deal with the “iron curtain/rollover issue.” This is because at the time SAS 107 
was issued the underlying accounting standards was unsettled and the ASB decided to 
issue SAS 107 with a neutral guidance. He explained that the amendment to SAS 107 
was now needed to align the auditing requirements and guidance in SAS 107 to the 
proposed FASB Staff Position (FSP), FAS 154a with respect to the auditors’ application 
of the “iron curtain/rollover” issue. 
 
Mr. Schubert expressed concern about voting this amendment as an exposure draft given 
the fact that the proposed FSP is not final. 
 
Mr. Monk raised the issue that although the SEC and FASB have acted on the issue, the 
GASB has not.  As a result, there is still a void in the accounting standards as it relates to 
audits of governmental entities. 
 
Mr. Landes suggested that rather than issuing an amendment to SAS 107, an 
interpretation to SAS 107 would be better.  This would allow the ASB more flexibility to 
address changes that the GASB would require, if any.  
 
Members raised concerns about the appendix. One concern was that the appendix seems 
to be repetitive of the proposed FSP. Another concern was that firms had written 
comment letters to the FASB expressing concern about the examples in the appendix. Mr. 
Newton stated that it would be beneficial that the interpretation give recognition of the 
terms “iron curtain” and “rollover.” 
 
After discussion, the ASB directed the task force to develop the interpretation with 
following instructions: 
1. Wait until FASB finalizes the FSP to write the interpretation 
2. Need not wait for GASB to act on the matter 
3. Remove the appendix and the examples 
4. Include the use of terms “iron curtain” and “rollover” and their definitions 
 
2. Statement on Quality Control Standard No. 7 (SQCS) 
Mr. David Brumbeloe, Chair of the Quality Control Standards Task Force (Task Force), 
led a discussion of changes to the proposed Statement on Quality Control Standards 
(SQCS), A Firm’s System of Quality Control. Proposed changes were made in response 
to the ASB’s directions to the task force at its January meeting and in consideration of a 
draft clarity version of International Standard on Quality Control 1, Quality Control for 
Firms that Perform Audits and Reviews of Historical Financial Information, and Other 
Assurance and Related Services Engagements, prepared by the IAASB task force. The 
ASB considered the proposed draft and directed the task force to: 
 
 Consider proposed changes to definition of engagement team by IFAC Ethics 
Committee and AICPA PEEC. 
 Revise the definition of monitoring to add “designed appropriately and operating 
effectively”. 
 Add guidance to the requirement in paragraph 4 to obtain reasonable assurance about 
member firms or affiliates. 
 Delete “and documentation” from the element of “engagement performance and 
documentation”. 
 Check use of “may” in guidance paragraphs about procedures. 
 Reword paragraph 53 to refer to firm procedures, not firm actions. 
 With regard to  regarding engagements selected for inspection, change the criteria 
from “engagement partner” to “office”. 
 Make certain editorial changes. 
 Prepare a  summary of changes from extant SQCS to proposed SQCS. 
 
The task force will present a revised draft to the ASB at its August 2007 meeting for 
issuance as a final standard.  
 
3. Quality Control SAS 
Mr. David Brumbeloe, Chair of the Quality Control Standards Task Force (Task Force), 
led a discussion of the proposed Statement on Auditing Standards, Quality Control for 
Audits. The Task Force used proposed redrafted ISA 220, Quality Control for Audits of 
Historical Financial Statements, as the basis for drafting the proposed SAS. However, 
where the proposed redrafted ISA 220 is inconsistent with the proposed SQCS, A Firm’s 
System of Quality Control (see Agenda Item 2), the proposed SAS was drafted to be 
consistent with the proposed SQCS. 
At its January 2006 meeting, the ASB directed the task force to reconsider its approach to 
convergence with ISA 220. Suggested approaches were to incorporate what is in the 
proposed SQCS by reference and add either i) incremental responsibilities of the auditor 
in addition to reliance on the firm’s system of quality control or ii) incremental 
requirements not found in the proposed SQCS or elsewhere in generally accepted 
auditing standards. The approach taken by QC Task Force resulted in a proposed 
statement where:   
 All requirements on the auditor in ISA 220 have been included in the proposed 
SAS. 
 Requirements for engagement quality control reviews that is duplicative of 
requirements included in ISQC1 and the proposed SQCS, have been incorporated 
by reference to the proposed SQCS. 
 Application material that is duplicative of application material in ISQC1 and the 
proposed SQCS, has been incorporated by reference to the proposed SQCS. 
 
The ASB agreed with the direction taken by the task force. Mr. Fogarty noted that 
proposed redrafted ISA 220 was approved in principle by the IAASB at its April meeting 
and therefore there should be very few changes in future drafts of ISA 220. 
 
The ASB considered the proposed draft. Members of the ASB commented that the 
proposed SAS, like the proposed ISA, is too prescriptive and not principles-based. Mr. 
Miller expressed concern that auditors could be accused of failing to perform a GAAS 
audit if a quality control procedures happens to be overlooked. The ASB directed the task 
force to revise the draft, in particular client acceptance and monitoring, to address Mr. 
Miller’s concern.  
 
The task force expects to present a revised draft to the ASB in August 2007. 
 
4. Management Representations 
Mr. Keith Newton, chair of the ASB Management Representations Task Force, led the 
discussion of the proposed Statement on Auditing Standards, Management 
Representations. The ASB considered the proposed draft and directed the task force to: 
 
 Change the title of the proposed Standard to Written Representations 
 Change the definition of “The premises, relating to management’s responsibilities, on 
which an audit is conducted” to include a definition of “premises” 
 Change to request that management affirm that they have made appropriate inquiries 
or that they have basis for making these representations 
 Make certain editorial changes 
 Add references to going concern and subsequent events to Appendix A. 
 Add “When the auditor believes there is substantial doubt about the entity’s ability to 
continue as a going concern,” to the proposed amendment to SAS 59. 
 Prepare an appendix listing differences between the proposed ISA and the proposed 
SAS. 
 
The task force plans to present a revised draft to the ASB at its August meeting. 
 
5. Project Proposal (ISA 200) 
Mr. John Fogarty, chair of the Clarity Task Force, led the discussion of convergence with 
proposed (revised and redrafted) ISA 200, Overall Objective of the Independent Auditor, 
and Concepts Relevant To An Audit Of Financial Statements.  
 
There is no existing standard or AU section in GAAS that is the equivalent of ISA 200. 
After discussion, the ASB directed the task force to draft a proposed standard that follows 
the structure of ISA 200. The ASB discussed how convergence with ISA 200 would 
affect the structure of the Codification, and concluded that this proposed standard would 
be placed in the introductory section of the Codification. AU section 150, Generally 
Accepted Auditing Standards, will not be affected by the proposed standard. The ASB 
also concluded that the use of “must” will be limited to the 10 standards in AU section 
150. 
 
The ASB discussed that a result of the process of convergence with the ISAs is that all 
material in one ISA will be in one Codification section. This may result in the need to 
restructure the Codification to align with the ISAs. Future SASs will either amend or 
supersede entire Codification sections. 
 
The ASB discussed the issue of the use of the term “applicable financial reporting 
framework”. Generally accepted auditing standards are written with the assumption that 
the applicable financial reporting framework is GAAP. However, the ISAs deal with 
financial accounting frameworks that may not have the same requirements as GAAP, 
such as disclosure requirements. Mr. Fogarty suggested that the clarity task force prepare 
an illustration of the issues at a more detailed level, using related parties as an example. 
The ASB expressed considerable concern regarding this issue about making GAAS too 
complicated, losing familiar terms, and getting too divergent from the ISAs. 
 
The ASB discussed the fact that ISA 200 includes material that is repetitive with portions 
of AU sections 312, Audit Risk and Materiality in Conducting an Audit and 326, Audit 
Evidence and concluded that the task force does not have to consider the elimination of 
redundancy when draft the proposed standard.  
 
6. Combining Estimates and Fair Values  
Mr. Monk led a brief discussion of the combination of estimates and fair values auditing 
guidance.  He explained that the IAASB in issuing the proposed ISA 540, Auditing 
Accounting Estimates, Including Fair Value Accounting Estimates, and Related 
Disclosures, combined its auditing standards related to estimates and fair values. The 
Estimates task force recommended to the ASB that the U.S. standards related to estimates 
and fair values be similarly combined. The ASB agreed with the task force’s 
recommendation. 
 
7. Audit Research 
Mr. Prawitt reviewed the background of the audit research project. Eleven proposals were 
received and four were selected for implementation. The four proposals use different 
methodologies and provide different coverage in that two of the four teams are American 
and the others are international teams. Funding is being provide by the six largest firms 
with representatives on the ASB, the AICPA and IAASB.  Phase 1 will research how 
users perceive the auditor’s report and what message is being received. The decision on 
when or whether to begin phase 2, research on ways of addressing the issues identified in 
phase 1, will be made after assessing the results of Phase 1. 
 
Mr. Monk asked if there were any objections to moving forward with the project. No 
objections were noted and the project was approved. 
 
 
Future meetings 
 The dates of future meetings were set as follows: 
 
January 8-10, 2008 Orlando or Amelia Island, Florida 
May 6-8, 2008 Chicago, IL 
July 29-31, 2008 TBD (West Coast) 
October 28-30, 2008 Phoenix, Arizona 
December 11-12, 2008 (if necessary) Washington, DC 
January 13-15, 2009 TBD 
 
The meeting adjourned at 5 p.m. on Wednesday, May 16. 
